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-0$7 PURPOSE OF THIS GUIDE 


This guide outlines the application of retail sales tax to various partnership transactions. 


FORMATION OF A NEW PARTNERSHIP 


When a new partnership is formed, retail sales tax is not payable on the tangible personal property transferred to 
the partnership at that time by the participating partners, provided they paid the applicable tax on their initial acquisition 
of the tangible personal property. 


PURCHASE OF A PARTNERSHIP INTEREST 


One or more persons may purchase an interest in an existing partnership. For retail sales tax purposes, this results 
in the formation of a new partnership. 


Retail sales tax is not payable on the tangible personal property transferred into the new partnership at that time 
by the former partnership, the continuing partners, and the new partner (s), provided these parties paid the applicable 
tax on their initial acquisition of the tangible personal property. 


TRANSACTIONS BETWEEN PARTNERS AND PARTNERSHIP 


Subsequent to its formation, a partnership may enter into purchase or sale transactions with its partners. Retail sales 
tax applies to such transactions as follows: 


e Apartnership may purchase tangible personal property from a partner. The tax payable by the partnership may 
be reduced in proportion to the selling partner’s share of the partnership, provided the partner paid the applicable 
tax on his or her initial acquisition of the tangible personal property. 


e A partner may repurchase tangible personal property that he or she previously sold to the partnership. Tax is 
not payable on this transaction provided the partner paid the applicable tax on his or her initial acquisition of 
the tangible personal property. 


e A partner may purchase tangible personal property which the partnership originally purchased from a supplier. 
The tax payable by the partner may be reduced in proportion to the partner’s share of the partnership, provided 
the partnership paid the applicable tax when it purchased the item. If the partnership purchased the tangible 
personal property for resale or did not pay the applicable tax, the partner must pay tax on the total fair value 
of the tangible personal property at the time of purchase from the partnership. 


A partner may acquire assets that were originally transferred into the partnership by the other partner(s). Tax 
is payable by the partner on the fair value of the tangible personal property at the time of purchase from the 
partnership. 


DISSOLUTION OF A PARTNERSHIP 


When a partnership is dissolved, the retail sales tax treatment of tangible personal property transferred to the partners 
is as follows: 


e No tax applies if the partner receives the same assets he or she originally transferred into the partnership, provided 
the partner paid the applicable tax when initially acquiring the assets. 


e Where a partner receives assets that were originally transferred into the partnership by the other partner(s), 
tax is payable by the partner on the fair value of the tangible personal property at the time of dissolution. 


e Where a partner receives assets that were acquired by the partnership from suppliers, the tax payable by the 
partner on the fair value of the tangible personal property at the time of dissolution may be reduced in proportion 
to the partner’s share of the partnership, provided the partnership paid the applicable tax at the time of purchase. 
If the partnership purchased the tangible personal property for resale or did not pay the applicable tax, the partner 
must pay tax on the total fair value of the tangible personal property at the time of dissolution. 


The information in this publication is only a guideline. For more specific information, please consult the Retail 
Sales Tax Act or contact your local Retail Sales Tax Office listed in the blue pages of your telephone directory. 
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